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SUMMARY

The Supreme Court of Texas held that the Texas General Arbitration Act permits parties to agree to
limit an arbitrator's authority and thereby allow judicial review of an arbitration award for reversible
error. It further held that the Federal Arbitration Act does not preempt enforcement of such an
agreement because enforcing the parties' contract does not frustrate the FAA's principal purpose of
enforcing arbitration agreements according to their terms. The court reversed the court of appeals'

judgment and remanded for further proceedings.
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QUESTIONS PRESENTED

1. Whether the Texas General Arbitration Act permits parties to agree that an arbitrator lacks authority to

commit reversible error of state or federal law, thereby allowing judicial review for such error.

2. Whether the Federal Arbitration Act preempts enforcement of a Texas-law agreement providing for
expanded judicial review of an arbitration award.

3. What procedural prerequisites and scope govern judicial review of an arbitration award when the parties

have agreed to review for reversible error.

HOLDINGS

1. The Texas General Arbitration Act does not prohibit an agreement that limits an arbitrator's authority to

that of a judge and thereby permits judicial review of an arbitration award for reversible error.

2. The Federal Arbitration Act does not preempt enforcement of an agreement for expanded judicial review

of an arbitration award that is enforceable under the Texas General Arbitration Act.

3. Agreed review for reversible error is not automatically full judicial review; the reviewing court must
have a sufficient record, preserved complaints, and must apply the same review standard used in a

judicial proceeding involving the same subject matter.

KEY QUOTATIONS

“Accordingly, we hold that the TAA presents no impediment to an agreement that limits the authority of an
arbitrator in deciding a matter and thus allows for judicial review of an arbitration award for reversible
error.” (at 97)

“For these reasons, we hold that the FAA does not preempt enforcement of an agreement for expanded

judicial review of an arbitration award enforceable under the TAA.” (at 101)

“If error cannot be demonstrated, an award must be presumed correct.” (at 102)

FACTUAL BACKGROUND

Nafta terminated Margaret Quinn, its Vice President of Operations, citing a reduction in force caused by
worsening business conditions. Quinn sued under the Texas Commission on Human Rights Act. An employee
handbook required arbitration and provided that the arbitrator lacked authority to commit reversible state or
federal legal error or apply an unauthorized cause of action or remedy. The arbitrator awarded Quinn damages,
and the trial court confirmed the award without explaining whether it rejected Nafta's substantive challenges or
found them legally unavailable.

PROCEDURAL HISTORY

Quinn sued Nafta for sex discrimination, and the parties proceeded to arbitration under an employee-handbook
arbitration provision. The arbitrator awarded Quinn damages. The trial court confirmed the award, and the court

of appeals affirmed, holding that the Texas General Arbitration Act did not permit the parties to expand judicial



review of the award. The Supreme Court of Texas reversed and remanded for consideration of Nafta's challenges

on the merits.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The court of appeals must determine whether the arbitral record is sufficient for review and then consider the

merits of Nafta's challenges to the arbitration award.
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